
'BLUE SKY' LAI

REPORT UPHELD

BYN.IBROKERS

Governor's Commission Is
traiscd for Plnn to Halt

Stock Sale Frauds.

CROOKS' TOLL INCREASES

Dcspito Western Statutes In-

vestors Loso $500,000,000
to $700,000,000 a Year.

Most of the locnl dealers In negotiable
ecurities concur fully with the opinion

expressed In tho majority report of the
committee appointed by Gov. Smith that
"blue sky" laws to govern tho Bale and
distribution of such securities, similar to

laws In many Western and middle West-

ern States, will not do here.
Continued growth In tho total of

fraudulent Btock transactions prompted
Gov. Smith last September to appoint
a committee of brokers, bankers and
lawyers to advise him regarding legisla-

tion aimed to stop such swindling. Tho
report of the majority of the committee,,
which was published In Tub Sum yes-

terday, was that laws requiring the filing

of elaborate statistics concerning every
stock flotation offered or the licensing
of dealers could not be succeufully ap-

plied In New York to stop the practices.
The committee's, recommendation

igalnst the enactment of "bluo sky"
leslslatlon does not mean, however, that
the fraudulent stock salesman or tho
fake promoter Is unknown In this city.
On the contrary, It indicates In Its ap-

peal for the establishment of a burenu
under the direction of the Attorney-Gener- al

of the State or of tho State
Banking Department that the number of
such gentry Is, on tho Increase. It
means, furthermore, that the committee
has taken cognizance of tno fact that
despite tho "blue sky" laws enacted In
some States In an effort to meet a simi-

lar evil the total of fraudulent transact-
ions has kept pace with It not exceeded
the proportion until tho annual total of
losses Incurred through such transactions
is estimated by reliable authorities at
anywhere from J500.000.000 to 0.

From a half dozen leading brokerage
firms In the city firms whoso standing
leaves no doubt of tho value of their
opinions The Sun learned yesterday
that by far the larger number of the
smaller houses agree with tho majority
report as submitted to Gov. Smith, Irre-
spective of whether their opinion was
Invited or not during tho committee's de-

liberations.

Objections to "nine Sky" Lam.
The objections to the adoption of

"blue sky" laws framed along parallel
lines with legislation In States where
euch laws obtain may be summed gen-
erally under two heads:

1. The demonstrated Ineffectiveness
of such laws to stop the, evil in States
where they are in force.

2. The tendency such laws havo to
discourage If not throttle entirely legiti-
mate business enterprise.

Dealing with the objections to such
legislation as, it is understood, wjll be
recommended by a minority of Gov.
Smith's committee, brokers pointed out
to Tub Sun yesterday that It would un-
doubtedly prove a slmplo matter in New
York State, as it has elsewhere, for a
promoter unscrupulous enough to engage
In a fraudulent stock flotation on a
largo scale to obtain' a license to do
business If the law required such an
apparent guarantee of good faith by the
State. The suggestion has also been
made that the State should require the
filing of elaborate statistics concerning
the financial resources of companies
Issuing securities. Such a law, it was
also pointed out, could not be expected
to act as a deterrent to a wildcat pro-
moter, who, experience has shown, will
not hesitate to file any kind of a return
required.

With regard- - to the latter suggestion
one prominent broker told Tub Sun
that when a similar method was under
consideration come months ago by the
Tcderal Trado Commission it was the
opinion of several persons called that
the cost of the necessary machinery. If
the plan was to be at all effective, would
run far beyond what would bo war-
ranted by tho benefits to be derived. On
that occasion, according to this broker,
the suggestion was considered of requir-
ing through Federal statute that com'
plete statistics of every concern offering

, securities for sale should be filed in the
post office of the principal city In every
state where it was proposed these se
curltles should bo offered. It was at
that time, suggested that such a scheme
would necessitate an appropriation to
enlarge the offices In each capital city
and provide staffs to supply the data on
snort notice to prospective Investors.

Then, too, this broker pointed out, no
amount of publicity or other supposedly
Confidential and reliable Information
would prevent the Ignorant and unin
formed Investor from allowing his cu
pidity to get the better of him If once
he were convinced by an affable and
convincing salesman that he was to be
let in on a good thing.

X. Y. Plan Cheaper and Better.
The New York committee's recommen-

dation that legislation be enacted vest-
ing power In the Attorney-Gener- al and
the State Banking Department to Inves-
tigate any kind of stock transaction
! made with a view toward both econ-
omy and efficiency. It Is argued by the
brokers that with proper bureaus estab-
lished to pursue this line and the same
persistency Invoked that, for example,
maintains In the United States Secret
Service far better results would be ob-

tained than in any other way so far
suggested

With regard to the second group of
objections, it Is tho belief generally of
the large brokers In the city that more
Injury might accruo to legitimate enter-
prises ttiraostt the establishment of
"blue sky" laws than would be offset by
the curtailment of frauds. In addition,
would follow, the brokers say, a ten-
dency toward blackmail.

Laws In the Province of Ontario were
cited as an example. In Toronto Is a
Weekly newspaper that devotes a depart-
ment to discussions and criticisms of
Tarious securities. The Information
which the laws of the Province place at
the disposal of the newspapers makes It
possible, in the opinion of one prominent
member of the New York Stock Ex-
change, for unscrupulous Individuals In
no way connected with . the newspaper
to blackmail rival or unfriendly concerns
With a considerable degree of Impunity.'

"There Is no aversion to publicity of
the fullest sort regarding security
Issues," this broker said, "provided such
publicity will not discourage legitimate
business."

Instances were cited of several legiti-
mate enterprises about to be floated In

small way In Western States where
"blue laws" are in. force. In some
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cases (he laws required the embryonlo
concerns to file detailed statements that
would havo at once dlscjosod valuable
Information' to rival' concerns before
their owfi Issues could legally be offered.
In some of these cases Tub Sun's In-

formant stated Investigation proved be-
yond doubt, the value of the security
nnd tho promoters were told unofficially

'plying with all provisions of the draotlo
law.

Project Killed by Drnstlo
"But If we do, and anything thould

go wrong, wilt we bo relieved of respon-
sibility under tho law?" the promotor
of one of the enterprises, asked. He .was
Informed he would not As a result tho
enterprise failed of achievement, al-

though, In tho opinion of all concerned,
there was every reason to believe that
It would have been a financial success
and would havo brought profit to the
Investors,

One broker' cited tho case of Samuel
C. Pandolfo of Chicago, former presi-

dent of tho Pan Motor Company of St.
Cloud, (Minn., recently convicted "and
sentenced to ten years for fraudulent
stock transactions. Pandolfo sold some-
thing llko $10,000,000 worth of stock In
an enterprise that had actual assets of
about S5.6Q0. His case was referred to
ns one where "blue sky" laws failed
ontlrcly to protect his victims.

Pandolfo went Into one middle West-
ern State and when the State Securities
Commission refused to give him a

to sll hln securities he appealed
to the Attorney-Gener- of the State,
wh'o'eent n representative to investigate
Ms plant and enterprise. Tho franknoss
with which tho Investigator was met
caused him to fllo with the Secretary of

State In the State that had denied Pan-

dolfo a license an opinion that the Pan
Motor Company was a sound concern
and Its securities as represented. Pan-

dolfo obtained a copy of this opinion,
had It printed on circulars that he sent
broadcast Into other States and as a
result disposed of hundreds of thousands
oi' dollars' of worthless stock.

Rvrann Not Likely io Approye.

It Is believed that District Attorney
Swann will not wholly approve mo
majority report of tne uovernor a

It would be extraordinary It no

did O. K. It, or if turned Into law h
would virtually removo tne inve5uBu..
of commercial frauds from the District
Attorney's oince ana givo w " "

r. nn(1 fhft AttOmeV- -

General, leaving the District Attorney to
prosecute cases on eviaenco mi...-- ..

him by State agencies.
The public officer who willingly sur-nn- v

of his duties, onerous though
they may be, Is a rarity. Aside from
this, 'judging from what Mr. Swann has

said In tne past, ne m
of the majority report

sufficiently drastic. He has advocated o

licensing system and a law compelUng

all companies offering securltlas to matte

public
' every detail of the assets and

prospects, on which their reputed value
Is based.

It looks as though the minority report

of the committee, which Includes these
two features, will bo more to the District
Attorney's liking. He was out of the

. rm onfl at his onice

could speak for him. It W how

that-
- rort" or his

chlei Ton tho "ieglsiaVlon which he. from

his study of 600 cases in the bureau or

commercial frauds, thought necessary to

protect the public against harpers, and

that Mr. Swann might make a public

statement next week. ,.,.
John T. DOOIing. anumci

who has been keeping an eye on stock
fakers, remarked that new legislation
would be Incomplete which did not reach

the buncoing salesman ns well as the

company that he represents. There have
been many cares In which the company s

"literature" was bombproof. Its printed
optimism unimpeachable from the stand-

point of the prosecutor under present

laws, but the salesmen have gone out

and sold the stock by .lying their heads
off.

Company Provides Loopholes.

Often when the victim complains to

the company that the Investment did not
turn out as he was told It would the
company Is able to point to a line of
fine type on each stock certificate say-

ing that the salesman was not author-

ized to make any promises beyond those
made by the company.

This lets the company out. As for
the salesman, it Is his word against his
victim's, with no witnesses. At present
anybody can be a stock salesman, no

matter what his reputation or standing,

and many an with
stretching from Sing; Sing
selling worthless securities
any enticement that occurs

a tecord
to Jolet Is

by mCilas of
to his ucttvo

imagination.
The biggest orgy of swindling tho

country has known began last winter.
At first the favorlto speculation was oil.
Tho got rich quick men follow a cycle,
turning to whatever form of cupidity
happens to bo best advertised at the mo-
ment.

World.shortago of rubber nnd tho Im-

mense growth of the automobllo busi-
ness following the war caused a swarm
of new tiro companies to spring up.
Somebody found a way or prolonging
the life of a tiro by retreading It. In-

vestors modo big money. Instantly
other tiro revamping companies were
formed whose only purposo was to get
rid of n lot of stock whllo tho public was
Interested.

When F. W. Woolworth died nnd the
extent of his fortune became a subject
of conversation swlndlsrs turned to
chain stores, nnd even now nro gulling
Investors Into throwing money Into store
enterprises which have neither tho capi-
tal, management nor salesmanship to
make them go. Tho country goes dry;
much Is heard of tho enormous nmfount
of sweets thai will bo consumed by

Bona fide candy companies
their businesses, new ones are

formed, and in their train cacklo tho
swindlers, shouting out how much others
havo made out of confectionery ns n
substitute for rum, predicting similar
prosperity for themselves, and gather-
ing in the widow's mlto as well as tho
gambler's rolL

Only the Stock to' Ho Sold,
With winter approaching, the miners

went on strike and coal becamo dear.
What moro natural than that tho public
should be Interested In some magic fluid
that will turn last year's ash heap Into
fuel? A company Is formed to exploit tho
secret formula and sell tho fluld7 Dear
mo, no; stock In tho company. Thus
tho gamo follows its variations. Mines,
oil wells and tho like, of course, wo havo
always with us.

Whatever may bo tho final verdict on
the report of Gov. Smith's committee,
thero Is no doubt that the laws of New
York State nro now nbout the easiest
In tho Union as regards opportunities
for selling crooked securities nnd ma-
nipulation of their prices on tho curb.
Tub Sun exposed this condition fully
last spring. Since then there havo been
a good many arrests, with somo indict-
ments and almost no trials of. the ac-
cused brokers. Since May thoDIstrlct
Attorney's office has received complaints
against about 1,000 Individuals charged
with commercial frauds of one kind and
another.

Public odlcers say that lack of laws
or of teeth In present laws hampers
them. They contend there Is nothing In
the Stato of New York to prevent a man
from buying a second hand meat chop-
per for $5, giving a chnttel mortgnge
for It, forming a company, capitalizing
the chopper for $1,000,000 and selling
the stock to the public

It all depends on how adroit and
tno promoter is.

U. S. Consul-Ocnor- nl Resigns.
Washington, Dec. 20. E. Carlton

Baker of Alameda, Cal., American
at Mukden, has resigned to

return to tho United States and enter
business. Mr. Baker recently was
ordered transferred to Bombay, but chose
to retire to business. Ho has been In
the consular service almost since 1306.
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GIVE-SWA- PACTS,

GOVERNOR BIDS JURY

District Attorney Blamolcss,

So Far as IIo.Knows, Is
Itoply to Plea.

REFUSES NEW COUNSEL

Investigators Ilavo Not Legal

Tower to Ohooso Their

Own Adviser.

Albany, Dec. 26. If the Extraordi-

nary Grand Jury of Now York county

Is sincere In Its contention that a pub-H- o

official of Now York city has been

guilty of an "overshadowing crime," and

that therefore It cannot work In coop-

eration with District Attorney Swann,

It must "show" Gov. Smith by the pres-

entation of actual evidence.

In tv letter forwarded to-d- to Bay-mon- d

F. Almlrall. foreman of the Jury,

Gov. Smith points out that ono law of

the Stato makes Mr. Swann the Jury's

adviser, and anothor law provides for

his removal upon cauBe shown but that
there Is no law clothing a Grand Jury
with power to select Its own adviser

and no other law permitting the Gov-

ernor to supersedo at will the ono the
law has appointed.

The Governor Insists that the jury has
not Indicated Its possession of any

reflecting on tho District Attor-
ney. He promises to remove Mr. Swann
If his unfitness can bo shown, but says
that If there Is no cvldenco against him
the enforcement of law In New York
county requires his prompt exoneration.

In his letter to the Grand Jury the
Governor eays:

"I havo no legal power as Governor
to appoint counsel for you. The proper
courso for me to follow is tho one
clearly Indicated by the statutes of this
State.

"These statutes provldo that tho Dis-
trict Attorney shall bo tho ndvlser of
the Grand Jury. They glvoNho .Gov-
ernor power to supersedo him by desig-
nation of the Attorney-Gener- under
certi-.l- specific conditions which, In my
opinion, havo not been met

"The law provides that when a Dis-
trict Attorney has been faithless to his
trust or guilty of Improper conduct, he
may bo removed by tho Governor on
charges. If you believe from information
in your possession that tho District At
torney of New York county has been
guilty of conduct so serious as to Justify
you In excluding him from the per
formanco of his legal duty as your ad'
vlscr, I Invite you to lay tho facts be'
fore me.

The more I nave studied tne con
troversy which has arisen between you
nnd the District Attorney, the more
am persuaded that tho real issue first to
bo determined, is whether or not he Is

I Wrapped air-tig- ht in wax 1

I paperKept clean and fresh. 1

WHILE "WAITING TO SEE EUROPE
SEE AMERICA.

pleasure tourists can be accomodated in Europe at
FEW and conditions of travel and entertainment there are

far from ideal.

AMERICA'S wonderful resorts of scenic beauty

and luxurious modern appointments are wide

open to welcome those who are seeking recreation

and entertainment.

SEE AMERICA NOW and Europe Later '

Wherever you go, take

"the BEST funds for travellers"

.at a

.

;

v

A'B'A,jSl Cheques '

You can obtain these safe, convenient, universally accepted

"A.B.Av" Cheques at most any important bank in the United

States and Canada. Write for full information to Bankers Trust
Company, New York City.

faithfully performing tho duties of Ills
office. If you can lay before me any
evidence to the contrary, and jiuch evU
dence Is sustained to an extent war- -

' rnntltli R11ph nnttnrv T ntinll r.imIVM thrt

District Attorney. If, on the hand, I
find that the evidence does net sustain
your conclusion, rospoct for the en-

forcement of law In New Yr.nk county
requires the prompt exoneration of the
District Attornoy."

Mr. Swann Is taking a Christmas va-
cation at Suffern, N. Y., anil Mr.

Is in Pittsburg. Neither of them
would make any comment on tho Gov-
ernor's letter last night.

NICKEL PLENTY, SAYS
DETROIT TROLLEY CO.

Withdraws Request tor One
Cent Transfer Charge.

Detroit, Dec. 20. Tho Dotrolt United
Hallways y withdrew a reuuest that
It be permitted to mako a charge of 1

cent for transfers, stat ng that because
of Improvement In conditions nffectlni
Its operations It now finds Itself able to
opcrato profitably on a flat 5 cont fare

Tho company's Insistence that It be
allowed to chargo for transfers figured
last summer In a three cornered con-

troversy that preclpated a four days'
suspension of stroct car service. The
company held that it could not meet de-

mands of Its men for Increased wages
without tho addition of $1,000,000 in an-
nual revenuo that would result from tho
penny transfers.

Authorization of tho transfer chargo
was refused by tho City Council. An
agreement was finally reached whereby
a survey of the company's books for a
certain period was to determine tho ne-

cessity for Increased revenue.
Tho company also announced to-d-

that It hoped to mako track and equip-
ment Improvements costing $15,000,000
without Increasing tho present rato of
fare.

"FIRST WIFE" SEEKS
CARROLL ESTATE

Alleges She Married Horse
Dealer in 1877.

Mrs. Catherine Carroll of 7 East 170th
street, Manhattan, who asserts that she
Is tho widow of Kernan F. Carroll, who
before his death on December 4 was con-

nected with Flss, Dorr & Carroll, horse-dealer- s,

will file papers with tho Sur-
rogate of Queens County y asking
that she bo named as administratrix of
Ihe estate. Letters of administration
have been obtained by Mary F. Carroll
of 127 Knst Ninetieth street, Manhattan,
as the widow,

Carroll's estate Is said to bo large. Ho
was left 150,000 In trust by his brother.
Joseph D. Carroll, tho millionaire horse-
man, who died nearly two years ago.

Mrs. Catherlno Carroll asserts In tho
papers that have been prepared that she
was married to Carroll on August 2,
1S77, In St. Michael's Church. Manhat-
tan, by Father Donnelly. They sep-
arated In 1883, she says, while living In
Troy. She says Bhe saw him frequently
thereafter and that last Juno 'he gave
her a horse. Sho assorts there was no
divorce.

STATE'S EXPANSION

Travis, Comptroller, Says

Tcoplo Demand Incrcns-- .

ing; Expenditures.

As lontr ns tho peoplo conttnuo to

press for tho extension of tho Stato's
activities to affairs that glvo Its admin-

istration tho character of modified

Socialism, taxes will continue to in-

crease nnd add to the cost of living,
said Eugono II, Travis, State Comptrol-
ler, In a discussion of taxation prob-

lems yesterday, During two decades
this Increase has been from 121,000,000
to $06,000,000. Requisitions for In-

clusion In next year's budgot total over
$141,000,000. with only $123,000,000
available

"Thero has been a notlccablo trend
toward Governmental regulation of
many activities that wero regarded as
exclusively matters for prlvato concern,"
said tho Comptroller. "Originally tho
principal functions of Government here
In Now York were protection of llfo and
property and tho agents were military
organizations, tho pollco and firemen,
and tho courts.

"Gradually theso functions havo ex-

panded until y they aro Interpreted
to Include conservation of national re-

sources, supervision and regulation of
transportation and other public utilities,
financial Institutions, labor and, num-

erous commercial and Industrial ac-

tivities.
"The expansion of governmental func-

tions has been marked in this State.
Tho constitutional offices remain the
same as when instituted In 1777 but
there has been a tremendous increase
In tho number of administrative boards
and commissions.

"Whether the heavy expenditures are
Justified Is a matter for tho people to
determine. That somo retrenchment
could be brought about without Impair-
ing efficiency Is probably true, but If
tho duties nnd functions of Stato Gov-

ernment continue to expand expenditures
will continue to grow.

"Not a few people denounce high taxes

Or.

and yet urge legislators to support meas-
ures calling for Increased appropriations.
During political campaigns protest Is.

made against Increasing tax burdons, yet
It ffequontly hnppens that when tno

are put In office they find them-
selves unablo to stem the tldo of grow-

ing expenditures that Is caused by ex-

panding government."
Tho Comptroller pointed to the fact

that comparatively few voters have paid
Plato taxes directly and that It
all taxes were dlroct a closer watch
would bo kept on public expenditures.

NEBRASKA HONORS PERSHING.

Crowds Attend Htute llcceptlon
Held In Lincoln.

Lincoln, Neb., Dec. 26, An "All Ne-

braska" reception for Gen. John J.
Pershing was hold at the Stato
Capitol, attended by a largo crowd of
Lincoln peoplo and many v sitors from
over the State. It was to give tho pub-

lic generally nn opportunity not nffordod
at the moro ,'cxcluslvo functions to meet
Gen. Pershing.

in tho reeolvlnir lino with tho Gen
eral wore Gov. McKolvIo nnd Mayor Mil
ler of Lincoln, together wltn a numDer
of Mayors from other In tho
State.

Earlier In tho day Gen. Pershing was
tho honor guest at a luncheon given by
a merchants' club. reception
was Informnl.

BOWLING TABLET SET UP.

Memorial Placed In Appreciation
of Former llorouilli Head,

There has been eet up on the twen-

tieth floor of tho Municipal Building a
bronze tablet In memory of Frank L.
Dowllng, who for many years was In
the scrvlco of tho city.

Tho Inscription on the tablet, which
Is at tho main entrance to the office
of the Borough President, reads:

"In memory of Frank L. Dowllng,
President of the Borough of Manhattan.

"Died September 27, 1913. In tho ser-

vice of his fellow citizens.
"Ills llfo was gentle, and Its elements

so mixed In him that naturo might
stand up and eay to all tho world:
'This was a man.'

"This tablet Is erected by his
In token of their lasting apprecia-

tion, 1919."

Tiffany & Co.
Fifth Avenue &37h?Street

Pearls Jewelry Silverware
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Reflections
After the Skidding Accident

Reflections, that show Weed Tire Chains as the
only real dependable device for the prevention of
skidding, do not come to motorists until their hare
rubber tires skid and carry them upon the rocks of
disaster.

How strange it is that some men are never
guided by the experience of others, never take the
lesson home to themselves until too late.

They read the newspaper accounts of disastrous
skidding accidents caused by lack of Weed Tire
Chains but they do not heed the warning.

They wait until the skidding of their own bare
tires results in death, injury or car damage before
they realize that tires are safe on wet-slippery-skid- dy

roads only when encased in Weed Tire Chains.

Weed Chains on Your Tires
Reflect Your Prudence and Intelligence

Weed Chains nro alio made to meet the demand for
an cfijoicnt traction nd onti-tki- d device (or trucks
equipped with slnglo and dual solid tires or with tho
very large pneumatic tires. They are io constructed

' that they satisfactorily meet the requirements of
heavy truck service in mnd sand or snow.

AMERICAN CHAIN COMPANY, INC.
BRIDGEPORT CONNECTICUT

Largest Chain Manufacturers in the World ,

Tlu Complete Chain line All Tape, All Sbet, All FlnUhet
Vt'ji rtumbtrt' Safety Chain to Ehipt' Anchor Chain

G.atril S.lc. Offia.i Grand Central T.rminal, Now York Citr
Dktriot Sale Officei:

Boiton
Flttibnri

Chleafa
Poitl.ad,

added

towns

PMLd.lphi
Ban Franolioo

Attractions An
Quality Jerrlee

Herald fannr. Bratdmty.
14th to 33th St.

We Sell Dopcndablo
Mcrchandlte at Prices
lAicer Than Ann Other
Storcbut for Cash On ly

Storo hours 9 to 5:30

I

RESCUED!
Your Christmas
check from the firm
is safe, for you did
not get it in time to
spend it on your
wife's second cou-

sin's brother-in-la- w

or anybody equally
near the end of that
long, long Christ-
mas list

Jind that's
why,
After having given
"everybody in the
world" something
more concrete than a
Christmas greeting you
may once more experi-
ence that
thrill of givingjoirseY
something! Just take
stock and see what it is
folks overlooked in
their many gifts to
"the man with the
checkbook."

Ao one
bought you
a suit
And yes, you could
stand a new one. Suits
that will fit your per-
sonality as well as your
purse and tailored from
a groundwork of supe-
rior, all-wo- fabrics.
Correct styles and
prices lower than tho3e
of other good shops.

$29.75 to $64.75

Overcoats
$29.75' to $109.00

UCa Fifth Floor, Front.

Jind they
forgot about
shoes
and so have you
Look, you're down at
the heel, a condition
you'd not experience
to save your sole!
Rich tan calfskin, and
a comfort affording last
which does not sacrifice
smartness are com-
bined in a shoe at $9.89.
These are not to be
confused with the
shoes at similar prices
you've seen in the
other shops 'round
town.

Jind for the
many Jifter-Christma- s'

Before
NeW'Year' s
functions
A pair of patent colt
oxfords the tipless
kind worn "everywhere
after 6 P. M." A trim
last and expert work-
manship combine to
make this a desirable
shoe. You'll be sur-
prised when you see
this oxford at so mod-

est a price 8.49

&K3r"3 Main Floor
3ith Street

1


